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Account Activity Reference -5C Rvs Debit Credit.
15 100 108000-0000 JE 67,500.00
AD-General Desc Wells & Spings A/D - C ’
14 100 108000-0000 JE 7,400.00
AD-General Desc Pumping Equip A/D
17 100 i0BODO-0000 JE 15,600.00
AD-General Desc Water Treatment Equip A/D
13 1C0 168000-0Q00 JE 257,100.00
AD-General Desc Dist Res & Standpipes A/D
19 100 108000-0000 JE 9603,300.00
AD-General Desc Mains A/D
20 100 1080C0-GGCG JE 240, 000.00
AD-General Desc Services A/D
21 100 108000-0000 JE 275,100.00
AD-General Desc Meters A/D
22 100 1480G0-0000 JE 110,400.00
AD-General Desc Hydrants A/D
100 10B000-0000 JE 6,500.00
AD-General Degc Stores Egquip A/D
100 128000-0000 JB . 58,000.00
AD-General Desc Comm Equip A/D
25 130 271308-0000 24011004162 B4Z JE 1,6%6,629.00

CIAC-CASH NON REFUNDABLE BUILD Desc Manteno Acquisition

26 100 272000-0000 JE 343,733.00
Accum Amort of CIAC Desc Manteno Acquisition
*** Totals For Journal entry N- 35-0C , Source Code JE Debits Uredits Difference
Base . . . . . . . 13,141,187.27 13,141,187.27 0.00
Reverse . . . . . Q.00 0.400 0.00
Entered . . . . . 13,141,187.27 13,141,187.27 ’ 0.00
Unit . . . . . . . ¢.C0 0.00 .00
*** Totals For Jourmal entry N- 35-00 Debits Credits Difference
Bage . . . . . . . 13,141,187.27 13,141,187.27 0.00
Reverse . . . . . 0.00 0.00 0.00
Entered . . . . . 13,141,187.27 13,141,187.27 0.0C
Unit . . . . . . . 0.00 0.00 0.00




Agqua lllinois, Inc.
Standard Journal Entry Form

Approved By: Paul Hanley

& Accounting Period:  6/30/2007 Date: 7752007
JE Purpose:  Manteno Acquisition
Accounting Unit] Account Activity Debit $ Credit $
900 634810 4,500,000.00
100 104000 24011004162 29,654.27
100 114000 4,896,604.00
100 301000 29,654.27
100 307000 449,900.00
100 311000 57,600.00
100 320000 827,400.00
100 330000 1,439,800.00
100 331000 7,216,500.00
100 333000 1,379,600.00
100 334000 592,800.00
100 335000 535,200.00
:4100 342000 50,000.00
1100 346000 219,000.00
1100 108000 67,900.00
100 108000 7,400.00
100 108000 35,600.00
100 108000 257,100.00
100 108000 960,300.00
100 108000 240,000.00
100 108000 275,100.00
100 108000 110,400.00
100 108000 6,500.00
100 108000 58,000.00
100 271308 2deijeodied 1,696,629.00
100 272000 343,733.00 :
i D e
A4 B \SEY
Ty
Totals HHHBHHBEHHE | HHHHAHBHAH




Docket No. 06-0203

ICC Staff Exhibit 5.0
Schedula 5.1
Aqua Ilinois, inc.
Viltage of Manteno
Agreed Upon Accounting Entries
Account
Number Description Debit Credit
Journal Entry #1  To record Village of Manteno Initial purchase.
{a) 104 Utility Plant Purchased or Soid $4.500,000
{c)} 104 Utility Prant Purchased or Sold {transaction costs) 35.000
@ 1231 Cash (Purchase price of $4,500,000 plus estimated
dosing costs of $35,000) ($4.535,000)
$4,535,000 ($4,535,000)
Jourmnal Entry #2  To record Village of Manteno puschasé at closing.
«
(@) 104 Utility Plant Purchased or Sold {$4,500,000)
© 104 Utility Plant Purchased or Sokd (ransaction costs) (35,000}
(a) 114 Utifity Plant Acquisition Adjustment (4,896,604)
(@ 30 Organization $35,000
(a) 307.2 Wells & Springs 449 9500
fa 3112 Pumping Equipment 57,600
(a) 3203 Water Treatment Equipment 827 400
(8) 2304 Distribution Reservoirs and Standpipes 1,439,800
@@ M4 Transmission & Distribution Mains 7.218,500
@) 34 Services 1,375,600
fa) 3344 Meoter and Meter Instaltations 592800
a) 3354 Hydrants 535,200
{a) 2 Stoces Equipment 50,000
(a) uE Communication Equipment 219,000
3 108 - Accum. Depr.- Wells & Sprngs (67.900)
(a) 108 Accum, Depr. - Pumping Equipment {7400}
@) 108 Accum. Depr. - Water Treatment Equipment {35.600)
(a) 108 Accurn. Depr. - Distribution Reservoirs & Standpipes {257,100}
{a) 108 Accum, Depr. - Mains {960,200}
(a) 108 Accum. Degr. - Services {240,000)
@ 108 Accum. Depr. - Meters (275,100
@ 108 Accum. Depr. - Hydrants (110,400}
@ 108 Actum. Depy. - Stores Equipment (6,500)
(a) 108 Accum. Depr. - Communication Equipment (58,000)
{a) 24| Contributions in Aid of Construction (1,696,629)
@) 272 Accumulated Amortization of CIAC 343,733
. TOTAL $13,146,533 {$13,146,533)

Journal Entry #2 Annual entry to record the amortization of acquisition adjustment using a 33 year life.
© M5 Accum. Amort OF Utiily Plant Acquisition Adiustment $145.382
®) 4z Amortization of Uity Plant Acquisiion Adjustments {$148,382)
3148382 ' ($142,382)

Scurce:  {a) Company response 10 data request BAP 1.05.
{b) Aqua Exhibit 5.0, flives 55 to 56,
{c} AquaExhibR5.0,lines53 054,




Aqua linois
Manteno Water System
Original Cost Study

2004 Original Original Cost
Account Reproduction Cost Cost Less
Number Account Description New Original Cost  Depreciation  Depreciation
307  Wells & Springs $ 560,000 $ 449900 $ 67900 § 382,000
311 Electric Pumping Equipment 60,000 57,600 7.400 50,200
320 Water Treatment Equipment 830,600 827,400 35,600 791,900
330 Standpipes 1,717,000 1,439,800 257,100 1,182,700
331 Mains 10,430,700 7,216,500 960,300 6,256,200
333 Services 2,105,300 1,379,600 240000 1,139,600
334 Meters 659,900 592,800 275,100 317,800
335 Hydrants 827,500 535,200 110,400 424,700
342  Stores Equipment 50,000 50,000 6,500 43,500
346 Communication Equipment 219,000 219,000 58,000 161,000
Totat $17,460,000 $12,7617,800 $2,018,300  $10,749,600

Because the Village does not have records to identify the actual original cost and

accumulated depreciation, our estimate is based on a determination of the current

reproduction cost and a trending of that cost to the year of original installation, along with

an adjustment for depreciation to reflect the current condition of the assets. This method

required the development of an aged inventory of the assets, a pricing of that inventory

using various current cost and construction data, a trend of the current costs back to the

original year of installation, and an estimate of the current condition of the assets using the

ages of the assets and their relationship to the appropriate average service lives.
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Aqua Binots Appendix A

Mantena Wator System Fage 2
Original Cost Study
2004 Original Cost
Account  Account Reproduction Original Gost Less
Number Description  Size(in) __ Type _ Unit UnitPrice Quantity _ Cost New Original Cost _ Depraciation _Depreciation
331[Mains 2[ci LF, 25] 2,020{ % 50,500 | ## M4 3 12,100 { § 4568{% 7532
DI LF. 25| 400 | $ 10,000 [ 8,185 % as8 s 7,327
VG LF. 22| 930 | § 20,460 [ 1669213 179015 14,902
3cl LF. 28 23018 6,440 3 22761% 654 1% 1624
4lci LF. 30| 17120|8 _ 613,600 [ 55642|$ 01,667 |$ _ 23775
] LF. 30 9,600 |$ 288,000 $  230.162|$  25216|% 212,946
[Pve LF. 28, 445018 124,600 108,609 | 4 8296]8%_ 101.313
sl LF. 20| 2648035 1059200 $  204229]%  B9.113[% 115116
DI LF. 40| 5205813 2082320 $ 149807318 211,506 1,286,567
SC LF. 155 490 | 3 65,100 1 51,392 | 4 6,160 | § 5172
3l LF. 52 640 | § 33,260 3 11,383 | § 4,098 | § 7,285
] LF. 53] 37,390 | $ 1,044,280 $ 1.566941]%  179,2611% 1,409,660
1Z[Cl LF. 75 350(% 29,250 [ 11,297 | § 38173 7410
] LF. 75] 47,690 |$ 3591750 $ 284460318 360,290 |$ 2484313
SC LF. 195 66018% 128,700 % 1014821% 12176 |$ 89,304
16|01 LF. 100]  3040(]$ 304,000 §  283.363|%  17,002]% 266,361
24|PVC IF, 140 1,280 179.200 $  1ra200]s 3,684 | 175,616
Grand Total 204,998 | § 10430,680 | Grand 13 7,216,501 [$ 960,256 | $ 6256243
33Services (34 Capper  [EA #50 9623  BI7.700| #K Se|§ 396510[% 125594[% 270316
900 2| 1,800 $ 390 % 2518 165
Galy EA 850 1471% 124,950 $ 8907 % 7425 % 1482
900 118 500 s5ls arls 8
: Lead __ |EA 850 (s 1,700 583 s0[3 a
1 Copper  {EA 850 1% 850 457 [ $ 164 [ $ 333
200 1278 |$ 1,150,200 § or2sz|$ 106213|% 866619
Galv EA 500 B(8 7.200 $ 379 | § 2818 a8
Grand Total 2401 |5 2105300 | Grand | $_ 1,379,578 |8 239998 | § 1.139,679
) 334|Meters 34 ECR EA 150] 423 63,450 Md &  46,194]%  S7807]§ 10357
Radic _ [EA 250 594 1 ¢ 148,500 “1 L 143,568(% 50627 |§ 92947
58 ECR EA 150 900 |$ 148500 110632|$ 863638 24,240
,Radio EA 150 1] 150 3 18|$ 89 (% 30
250 1,197 |$ 299250 $ 2903713  100,168]% 190,153
(Grand Tolal 3205]§ 659,650 | Gand 13 692835|% 2750741% 317,761
oc OC Less
335|Hydrants |4 Darling _ [EA 2500] F 5000 ] # HA S 480 [ § 408 | $ 72
Hanniston [EA 25001 1 2,500 b 240 | 4 204 ] ¢ 36
Ren EA 2500 4 10,000 3 726 | § 617 | § 109
Watsrous |EA 2500 H 2,500 1410 § 508 902
4-1712 Mueller _|EA 2500 4] 36,000 $ 4310|5569 9,041
|RensselaelEA 2600 K 2.500 [ 156 $ 133 8 23
4-1/4 Muetier  JEA 2500 a3 10,000 3 5.823 1,877 | § 3,946
X7} Division_ |EA 2500 IRE 2,600 [ 2,460 148 312
East EA 2500 15 37,500 [ 10,560 { $ 5,313 | § 5267
Eddy  |EA 2500 F] 5,000 [ 485(% 399§ 85
Hanniston [EA 2500 [ 5,000 [ 4761 s 405 | § 71
Muglier |EA 2500 274 | § 685,000 $ 494000|% 03755|% 40,245
|RensselaclEA 2500 B 25,000 [ 40101% 1357 1§ 2623
Grand Total 331 § 827500 | Grand 18 535,156 |$ 110,423 | § 424733




06-0203

and the resources at its disposal to ensure that such quality service is provided to
Manteno. The Commission will oversee Aqua’s rates to ensure that they remain jUSt
and reasonable.

Accordingly, the Commission will issue a Certificate of Public Convenience and
Necessity for the Manteno area as defined in Aqua's Petition. The map and legal
description of the area are attached to Aqua’s Petition as Exhibits B and C, respectively.
The area corresponds to the residential community known as the Village of Manteno
and surrounding area that is located in Kankakee County, lllinois.

lll.  ORIGINAL COST

The Village does not have sufficient records to identify the original cost and
accumulated depreciation of its utility plant in service. As such, Aqua hired Mr. John F.
Guastella, who is President of Guastella Associates, Inc., a utility management,
valuation and rate consuiting company, to perform an original cost study of the Manteno
system. Mr. Guastella estimated the depreciated original cost of the system as of
March 2006 to be $10,749,600.

Staff did not propose any adjustments to Mr. Guastella’s original cost study.

: The evidence supports Mr. Guastella’s findings that the original cost of the.
Manteno system as of March 2006 is $10,749,600. The Commission adopts this
amount as the original cost for the Manteno system.

IV. ACCOUNTING ENTRIES

Aqua witness Mr. Paul Hanley testified to the journal entries the Company
proposes for the acquisition. He stated that the difference between the cost of the
system, net of depreciation and applicable contributions, and the purchase price would
be recorded in account 114, acquisition adjustment. Aqua proposed to dispose of the
acquisition adjustment as a credit to account 421, non-operating income, amortized
over a 20-year period and brought into rate base over the same period of time.

Staff witness Ms. Bonita A. Pearce recommended some adjustments to the
journal entries. She proposed that the balance of account 301, Organization Costs, be
limited to the lesser of $35,000 or actual costs incurred in connection with this
proceeding. Ms. Pearce also recommended that Aqua amortize the balance of account
301 over a pericd of time to be determined in conjunction with the next rate proceeding
for the certificated area. Ms. Pearce further proposed that the acquisition adjustment be
recorded in account 406, amortization of utility plant acquisition adjustments, an above-
the-line account, instead of account 421. Finally, Ms. Pearce recommended that Aqua
file with the Chief Clerk and with a copy to the Manager of Accounting, copies of Aqua’s
actual journal entries to record the water system acquisition within six months of closing
‘the acquisition.




06-0203

With regard to Staff's recommendation on organization costs that Aqua be limited
6 lesser of $35,000 or actual costs, Aqua states that its costs to acquire the system
ganization costs) are necessary, prudent and do not place any rate burden on
sting customers. Therefore, Aqua believes that it should be permitted to record the
“amount of its actual costs in account 301. Aqua also disagrees with Staffs
ommendation that the acquisition adjustment be recorded in account 406 above-the-
ne instead of account 421 below-the-line because above-the-line treatment is not in
cordance with Commission practice.

Aqua agreed to file with the Chief Clerk, with a copy to the Manager of -
Accounting, copies of Aqua’s actual journal entries to record the water system
acquisition within six months of closing the acquisition. Aqua and Staff uitimately
reached agreement on the other accounting issues for purposes of resolving this case.
Per the agreement, Aqua will limit the organization costs to be recorded in account 301,
organization costs, to the lesser of the actual amount incurred or $35,000, and will
amortize the balance of account 301 over the period of time determined in Aqua’s next
rate proceeding that includes the certificated area. Regarding the acquisition
adjustment, Aqua will record the amortization of the acquisition adjustment below-the-
line as a credit to account 421, non-operating income, over a thirty-three year period
instead of Aqua’s proposed twenty year period. Joumnal entries that reflect this
agreement are set forth in Staff Exhibit 5.0, Schedule 5.1. '

The Commission finds that the resolution agreed-to between Aqua and Staff is
o just and reasonable, and supported by substantial evidence. Testimonial support for
} the resolution is provided by Aqua witness Mr. Hanley and Staff witness Ms. Pearce.
The Commission hereby approves Aqua’s proposed journal entries as modified by the

parties’ stated resolution.

V. RATES

Aqua proposes that customers in the Village pay the same rates as customers in
Aqua’s Kankakee Division with the exception of the Public Fire Protection Charge. It
explains that, in the short-term, this will result in a rate increase for Village customers;
but, in the long-term, it will result in rate stabilization. Aqua states that fixed costs would
be spread over a larger customer base. In addition, Village customers no longer would
need to use home treatment devises or bottled water to eliminate high levels of iron and
hardness in water from the Village's existing well supply because water from the
Kankakee plant neither requires nor needs additional softening or iron removal. Aqua
explains that its business model also would aid rate stabilization because expert
services are provided by a service company to all Aqua systems, thereby eliminating
the need for an individual division to perform all functions related to accounting, financial
services, administration, communications, engineering, human resources, information
systems, rates, risk management, water quality, purchasing and legal services. Aqua's
centralized business model creates efficiencies, thereby lowering these not insubstantiaf
costs while providing direct access to significant subject matter expertise. Aqua states
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